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"It's 10 o'clock. Do you know where your children are?" 
Remember that cautionary advertisement from a number of years 
ago? Let me re-phrase that ad just a bit. "It's a year from 
NOW. Do YOU KNOW WHERE YOUR BUSINESS IS?"
That question can be interpreted in a number of ways. But 
I'M ASKING IT IN ITS MOST LITERAL SENSE. DO YOU KNOW WHERE 
YOUR BUSINESS WILL BE PHYSICALLY LOCATED A YEAR FROM NOW?
This question is more important than you may realize, most 
SUCCESSFUL BUSINESS PEOPLE HAVE PLANNED THEIR CAREERS WITH A 
GREAT DEAL OF CARE. THEY KNOW WHERE THEY WILL BE AT ANY GIVEN 
POINT DURING THAT CAREER. BUT HOW ABOUT THOSE OF YOU WHO OWN 
OR MANAGE A BUSINESS —  WHETHER RETAIL, WHOLESALE OR 
MANUFACTURING? YOU HAVE PROBABLY ATTEMPTED TO PREDICT HOW YOUR 
BUSINESS WILL BE DOING ECONOMICALLY A YEAR FROM NOW, OR EVEN 
FURTHER INTO THE FUTURE. BUT HAVE YOU GIVEN ANY THOUGHT TO THE 
PHYSICAL LOCATION OF YOUR BUSINESS?
I 'M  SURE THAT FLUCTUATING INTEREST RATES AND HOW TO 
FINANCE A BUSINESS ARE SUBJECTS THAT MIGHT SEEM MORE RELEVANT 
IN THIS TYPE OF ECONOMIC CLIMATE THAN LOCATING A BUSINESS. BUT 
WHEN YOU COME RIGHT DOWN TO IT, LOCATION IS A FACTOR THAT CAN 
MAKE OR BREAK YOU. SO IT MUST BE DONE RIGHT.
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THAT'S WHAT I  WOULD LIKE TO DISCUSS WITH YOU TODAY —  
THE PROCESS OF LOCATING YOUR BUSINESS IN THE RIGHT PLACE 
AND ITS EVEN MORE IMPORTANT COROLLARY, THE CONSEQUENCES OF 
NOT BEING IN THE RIGHT PLACE.
LET ME CAUTION YOU THAT THIS IS NOT A SIMPLE SUBJECT. 
IT'S COMPLICATED AND INVOLVES ELEMENTS THAT CAN CONFLICT. 
And keep in mind that the right location for one business 
IS NOT GOING TO BE THE RIGHT LOCATION FOR EVERY BUSINESS, 
EVEN THOSE IN THE SAME LINE OF WORK.
WHAT WE CAN DO, THOUGH, IS SUGGEST SOME HYPOTHETICAL 
SITUATIONS AND SET OUT SOME BASIC GROUND RULES THAT APPLY. 
MORE OFTEN THAN NOT, TO DIVERSE BUSINESSES IN THEIR SEARCH 
FOR VIABLE LOCATIONS.
NOW, I’M REASONABLY SURE THAT ALL OF YOU ARE AWARE, OR 
SHOULD BE AWARE, OF THE BASICS THAT AFFECT THE SELECTION 
OF A BUSINESS SITE. WHAT DOES EVERY BUSINESS NEED? 
Customers, suppliers, room to operate. That much, at 
LEAST, IS OBVIOUS.
YOU HAVE TO BE REASONABLY CLOSE TO YOUR CUSTOMERS IF 
YOU'RE A RETAILER, AND TO YOUR SUPPLIERS IF YOU'RE A 
MANUFACTURER. YOUR FACILITIES MUST BE LARGE ENOUGH TO 
CONTAIN YOUR OPERATION WITHIN THE CONSTRAINTS OF YOUR 
FINANCIAL SITUATION. YOU MUST OPERATE WITHIN THE ZONING 
REGULATIONS APPLICABLE TO YOUR LOCALE AND BE ABLE TO PAY 
APPROPRIATE LOCAL TAXES.
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IF YOU HAVE A PROBLEM WITH ANY OF THESE BASICS. YOU 
OBVIOUSLY ARE NOT IN THE RIGHT PLACE.
The real estate industry offers some general rules of thumb 
CONCERNING COST RATIOS (RENTAL COSTS TO OTHER OPERATING COSTS, 
RENTAL COSTS TO NET INCOME. ETC.), AND THE AMOUNT OF SPACE 
NECESSARY FOR YOUR PERSONNEL AND EQUIPMENT. BUT THEY ALSO 
POINT OUT THAT THESE GENERAL PRINCIPLES DIFFER DRASTICALLY, 
DEPENDING ON THE TYPE OF BUSINESS INVOLVED. OF NOTE IS THEIR 
CONTENTION THAT SMALLER BUSINESSES GENERALLY ALLOCATE MORE ROOM 
PER EMPLOYEE THAN DO LARGER BUSINESSES.
Real estate people also warn that availability of rental 
SPACE, PARTICULARLY IN LARGER CITIES, CAN GO FROM A LOT TO A 
LITTLE IN A RELATIVELY SHORT PERIOD OF TIME. IF ANYTHING IS TO 
BE DERIVED FROM THEIR COMMENTS, IT IS THAT MANY VARYING FACTORS 
INFLUENCE REAL ESTATE, DEPENDING ON MARKET CONDITIONS AND THE 
TYPE OF BUSINESS INVOLVED.
YOU ARE PROBABLY FAMILIAR WITH THE OTHER ORGANIZATIONS THAT 
CAN PROVIDE INFORMATION THAT ANSWER QUESTIONS ON THESE 
SUBJECTS, INCLUDING THE U.S. CENSUS BUREAU, THE SMALL BUSINESS 
Administration, state and local governments, chambers of 
COMMERCE AND TRADE ASSOCIATIONS.
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BUT IT'S WHAT YOU DO WITH ALL THIS INFORMATION AND DATA 
THAT GIVES ME SOME CONCERN. SURE, IT'S EASY TO AMASS THE 
INFORMATION. BUT HOW DO YOU INTERPRET IT? THE REASON THAT I'M 
CONCERNED IS THE HIGH FAILURE RATE OF SMALL BUSINESSES TODAY- 
HIGHER THAN IT'S BEEN SINCE THE DEPRESSION. AND A SIGNIFICANT 
CAUSE OF FAILURE, AT LEAST IN BUSINESSES WITH LESS THAN 
$100,000 WORTH OF LIABILITIES, IS LOCATING IT IN THE WRONG 
PLACE. THAT could mean that a significant number of business 
OWNERS ARE, IN FACT, NOT INTERPRETING THE DATA CORRECTLY.
AND IT IS MY OPINION THAT THE MISTAKE THEY ARE MAKING is 
BASICALLY A SIMPLE ONE. THAT IS, THEY ARE NOT PLANNING FOR THE 
FUTURE. AND THAT IS GROUND RULE NUMBER ONE: CONSIDER DATA 
FROM THE STANDPOINT OF THE FUTURE AS MUCH AS FOR THE PRESENT.
With that as the basis, I  would like to spend some time 
TALKING ABOUT THE INFORMATION USED IN THE PROCESS OF SELECTING 
A BUSINESS SITE. CERTAINLY, THE LOCATION MUST MEET YOUR 
CURRENT NEEDS. BUT CURRENT NEEDS CHANGE, JUST AS FACTORS 
AFFECTING THE SITE ITSELF CHANGE. AND FOCUSING ON THE FUTURE 
PUTS THE BUSINESS IN A POSITION TO ACCOMMODATE THESE CHANGES 
WITH AS FEW PROBLEMS AS POSSIBLE.
That gives us our second ground rule: accept the fact that
CHANGE WILL OCCUR AND PREPARE FOR IT AS BEST YOU CAN.
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EARLIER, I  MENTIONED A NUMBER OF ORGANIZATIONS THAT PROVIDE 
HELPFUL INFORMATION WHEN SELECTING A LOCATION FOR YOUR 
BUSINESS. And that leads us to ground rule NUMBER THREE:
Gather as much information on prospective sites as you can,
FROM ANY AND ALL SOURCES. AND THEN PUT TOGETHER AN ADVISORY 
TEAM CONSISTING OF YOUR ACCOUNTANT, YOUR LAWYER AND YOUR 
INSURANCE AGENT TO HELP INTERPRET THE INFORMATION.
What, specifically, can we have to work with? First, you 
UNDOUBTEDLY HAVE A GENERAL IDEA OF WHERE YOU WOULD LIKE TO DO 
business; at least you probably favor a particular city or 
TOWN. SO LET'S LOOK AT TOWNS.
From the Census Bureau you can obtain information that will 
TELL YOU WHETHER THE COMMUNITY IS GROWING OR SHRINKING IN 
POPULATION. IF  IT'S SHRINKING, WHY? WE CAN LEARN MUCH ABOUT 
THAT POPULATION: AVERAGE INCOME, PROFESSIONS, MEDIAN AGE, AND 
PROPERTY VALUES OF THEIR RESIDENCES. BY COMPARING THIS DATA 
WITH PAST FIGURES, WE GET TRENDS THAT TELL US HOW THAT 
COMMUNITY IS CHANGING —  WHERE IN EFFECT. IT IS GOING. WE CAN 
LEARN WHAT BUSINESSES IT SUPPORTS, WHAT BUSINESSES HAVE FAILED, 
AND THE NUMBER OF POTENTIAL COMPETITORS. IN SHORT, WE CAN SEE 
WHETHER TRENDS IN THE COMMUNITY SEEM FAVORABLE FOR PROSPECTS OR 
NOT.
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Additional material is available from state and local 
GOVERNMENTS WHICH OFTEN UNDERTAKE ECONOMIC SURVEYS OF 
BUSINESSES IN PARTICULAR AREAS. AND CHAMBERS OF COMMERCE CAN 
GIVE YOU MORE GENERAL INFORMATION. BE SOMEWHAT CAUTIOUS ABOUT 
THIS INFORMATION, BECAUSE THESE ORGANIZATIONS ARE TRYING TO 
ATTRACT BUSINESS, AND THEIR INFORMATION MIGHT NOT BE AS 
OBJECTIVE AS YOU WOULD DESIRE. IT'S LOGICAL THAT THEY WOULD 
EMPHASIZE THE GOOD POINTS AND PLAY DOWN THE NOT SO GOOD.
Here are some basic Questions to ask about the community:
- IS THE POPULATION GROWING, STABLE OR DECLINING?
- IS IT MADE UP OF PEOPLE WHO WILL USE YOUR PRODUCT 
OR SERVICE?
- HOW MANY BUSINESSES SIMILAR TO YOURS DOES THE 
COMMUNITY SUPPORT?
- IS THE COMMUNITY ADEQUATELY SERVED BY TRANSPORTATION?
- What are the community's plans for the future?
All of this is basic information. But if you don't know 
THE ANSWERS TO THESE QUESTIONS WITH REASONABLE CERTAINTY, YOU 
REALLY HAVE NO BUSINESS THINKING ABOUT ESTABLISHING A BUSINESS.
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Once we have determined that our preferred community will 
BE ABLE TO SUPPORT OUR BUSINESS, NOW AND IN THE PREDICTABLE 
FUTURE, WE CONTINUE WITH THE PROCESS BY APPLYING THE SAME 
EXAMINATIONS TO A SPECIFIC AREA OR NEIGHBORHOOD WITHIN THE 
community. Once again, the Census Bureau can be helpful by 
PROVIDING CENSUS TRACTS —  DETAILED BREAKDOWNS OF SMALL AREAS 
IN COMMUNITIES. THE SMALL BUSINESS ADMINISTRATION OFFERS A 
NUMBER OF HELPFUL PUBLICATIONS ON SUCH TOPICS AS HOW TO MAKE 
USE OF TRAFFIC STUDIES, FACTORS TO CONSIDER WHEN LOCATING IN A 
SHOPPING CENTER AND RELOCATION IF, PERISH THE THOUGHT, YOU 
GOOFED THE FIRST TIME AROUND.
Traffic studies, of course are invaluable if you run a 
RETAIL BUSINESS. THE RESULTS CAN TELL YOU IF A SUFFICIENT 
NUMBER OF POTENTIAL CUSTOMERS PASS A PARTICULAR SITE. PROBABLY 
NO ONE ITEM OF INFORMATION COULD BE MORE VALUABLE FOR A RETAIL
BUSINESS OWNER THAN THAT.
NOW WE ARE GETTING CLOSE TO THE SELECTION OF THE ACTUAL 
SITE, AND THINGS START TO GET MORE COMPLICATED. WE HAVE TO 
SWITCH FROM THE CONSIDERATION OF THEORETICAL FACTORS, SUCH AS 
THE NUMBER OF PEOPLE WHO MIGHT PASS BY A GIVEN SITE AT A GIVEN 
TIME. TO TANGIBLE FACTORS: THE PHYSICAL CONDITION OF A 
BUILDING, ITS PLUMBING AND OTHER UTILITIES, ITS SIZE, PARKING 
SPACE AVAILABILITY, ETC.
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And, remember, you must consider whether those facilities 
WILL BE ADEQUATE IN THE FUTURE, WHEN YOUR BUSINESS HAS 
EXPANDED. THIS FACTOR SHOULD NEVER ESCAPE YOUR CONSIDERATION.
IT MUST APPLY TO ALL ASPECTS OF THE SELECTION PROCESS.
With the consideration of a specific physical property, we 
ALSO GET INTO FINANCIAL AND LEGAL ASPECTS. THESE ARE EVERY BIT 
AS IMPORTANT AS THE PHYSICAL CONDITION OF THE SITE, AND, LIKE 
EVERYTHING ELSE, MUST ALSO BE CONSIDERED WITH THE FUTURE IN 
MIND.
What are the zoning regulations now and will they change in 
THE FUTURE? HOW WILL THESE HELP YOU OR HURT YOU? WHAT ARE THE 
PROPERTY TAXES INVOLVED? WITH THESE ELEMENTS, YOU WILL NEED 
ALL THE PROFESSIONAL HELP YOU CAN GET, ESPECIALLY FROM YOUR CPA.
Certainly, by the time you are getting close to selecting a 
PARTICULAR SITE. THE FOCUS ON COST, INCLUDING TAXES. SHOULD 
NARROW. BY THIS TIME, TOO, YOU WILL HAVE CONSULTED WITH YOUR 
CPA AND LEARNED WHAT TAXES APPLY TO YOUR SITUATION IN THE 
COMMUNITY.
Every state has taxes that apply specifically to small 
BUSINESSES. AS YOU NO DOUBT ARE AWARE. BUT THE SMALL BUSINESS 
Administration has pointed out, and CPAs can substantiate,
THAT, WHILE TAXES MIGHT VARY FROM STATE TO STATE AS TO THE 
SPECIFIC TYPES AND RATES OF TAX LEVIED, OVERALL TAXATION WORKS 
OUT ABOUT THE SAME FROM STATE TO STATE. WITH COMPREHENSIVE TAX 
PLANNING FROM THE OUTSET, YOUR TAX BURDEN CAN BE KEPT TO A
MINIMUM.
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BUT YOU MUST BE CLEAR ON HOW TAXES WILL AFFECT THE 
COMPANY'S OVERALL FINANCIAL PICTURE. THE AMOUNT OF TAX WILL 
VARY ACCORDING TO THE SIZE OF BUSINESS AND THE VALUE OF THE 
PROPERTY, MORE THAN BY THE LOCATION OF THE SITE. WHAT MUST BE 
REMEMBERED IS THAT SELECTING A SITE INVOLVES A NUMBER OF 
MANAGEMENT DECISIONS. AND RARELY IS ANY MANAGEMENT DECISION 
MADE WITHOUT SOME TAXATION CONSEQUENCES. THE PRE-EMINENT 
SOURCE OF TAX ADVICE, THE CPA, SHOULD BE CONSULTED EARLY IN 
YOUR PLANNING.
NOW WE ARE FACE TO FACE WITH THE TOUGHEST QUESTION OF ALL: 
TO RENT OR TO PURCHASE? THIS QUESTION IS IMPORTANT ENOUGH TO 
PROVIDE THE BASIS FOR A DISCUSSION ALL BY ITSELF. BUT LET ME 
GIVE YOU JUST A FEW THINGS TO CONSIDER IN THIS CONTEXT.
Depending on your financial situation, there's much to be 
SAID FOR EITHER OPTION. HERE ARE SOME BASIC SITUATIONS THAT 
WOULD NORMALLY INDICATE IN WHAT DIRECTION YOU SHOULD GO:
IF :
-Business needs change dramatically over a
SHORT TIME SPAN;
-Your ready capital is in short supply;
-YOU CAN'T AFFORD TO TIE UP AVAILABLE CAPITAL; 
-TERMS OF LEASE ARE FAVORABLE;
-Financing is not readily available;
You SHOULD G IVE STRONG CONSIDERATION TO LEA SIN G .
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On the other hand, IF:
-Facilities meet demands now and can accommodate
ANTICIPATED EXPANSION;
-Purchase price is favorable;
-Capital or financing is available;
-Investment value of property appears favorable; 
-Tax benefits are available for credit through
STATE ECONOMIC DEVELOPMENT GROUPS;
YOU SHOULD GIVE STRONG CONSIDERATION TO BUYING THE PROPERTY.
Note how all of these factors depend to a great degree on 
HOW YOU PERCEIVE OR INTERPRET THE FUTURE. PLANNING FOR THE 
FUTURE IS CRITICAL TO THE SELECTION OF ANY BUSINESS SITE, AND 
TO THE SUCCESS OF YOUR BUSINESS.
TO CONFUSE THE ISSUE FURTHER, SOMETIMES AN INITIAL ASKING 
PRICE FOR PROPERTY MAY SEEM UNUSUALLY HIGH, AND THIS TENDS TO 
INFLUENCE THE OPTION TOWARDS RENTING. IN FACT, THE OPPOSITE 
MAY ACTUALLY BE TRUE.
For example, suppose your business requires special 
MODIFICATIONS TO THE PREMISES. THE BUILDING YOU ARE 
CONSIDERING MEETS THESE NEEDS, BUT THE PURCHASE PRICE SEEMS 
high. What must be done, in this case, is to determine how 
MUCH IT WOULD COST TO MODIFY ANOTHER LOWER PRICED BUILDING TO 
MEET YOUR NEEDS. COMPARING THESE SITUATIONS COULD SHOW THE 
ORIGINAL BUILDING TO BE REASONABLY PRICED.
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IN CERTAIN RARE CASES, IT CAN COST AS MUCH TO RENT AS IT 
WOULD TO BUY. THIS SITUATION CAN ARISE WHEN THE RENTAL PRICE 
IS OBVIOUSLY QUITE HIGH AND IS COMBINED WITH THE FACT THAT YOU 
PAY FOR THE TAX ADVANTAGES OF LEASING. AND A BUSINESS MAY HAVE 
TO REFLECT RENTAL COSTS AS A LIABILITY ON THE BOOKS.
This would seem to be a good time to talk a little bit 
ABOUT CREDIT, OR THOSE FORMS OF CREDIT WHICH CAN APPLY TO THE 
QUESTION OF LOCATION MORE READILY THAN IN OTHER SITUATIONS. 
Above and beyond the normal sources of credit available, the 
STATE AUTHORITIES I PREVIOUSLY MENTIONED BRIEFLY CAN SOMETIMES 
PROVIDE TAX-FREE LOANS TO QUALIFIED BUSINESSES. THESE ARE 
REFERRED TO BY DIFFERENT NAMES IN DIFFERENT STATES, SUCH AS THE 
ECONOMIC DEVELOPMENT AUTHORITY, INDUSTRIAL REVENUE BONDS, 
REVENUE BONDING PROGRAMS, ETC. THE ONLY CAVEAT TO MENTION 
REGARDING THIS TYPE OF CREDIT SOURCE IS THAT, WHILE THEY ARE 
AVAILABLE IN ALL STATES, TO MY KNOWLEDGE, THEY ARE NOT 
AVAILABLE IN ALL COMMUNITIES AND ALL BUSINESSES ARE NOT 
ELIGIBLE FOR THEM.
ANOTHER SOURCE OF CREDIT IS THE SMALL BUSINESS 
Administration. Obviously, this is an area where you, the 
BUSINESS OWNER, WILL BENEFIT FROM THE ADVICE OF A PROFESSIONAL. 
SUCH AS YOUR CPA.
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WE have touched on the very basics in our discussion of 
LOCATING A BUSINESS. EVEN IF I'VE DONE NOTHING MORE THAN 
CONVINCE YOU THAT THE FUTURE IS MORE IMPORTANT THAN THE 
PRESENT, I WILL HAVE SUCCEEDED IN MY OBJECTIVE.
There is so much in the way of comparison that has to be 
DONE DURING THE SITE SELECTION PROCESS. IN  FACT. YOU WORK VERY 
HARD IN ACCOMPLISHING THIS TASK.
I HAVE SOME FINAL WORDS ON THE SUBJECT. AND THEN WE'LL OPEN 
IT UP TO QUESTIONS. CERTAIN ASPECTS OF THIS PROCESS ARE, 
UNFORTUNATELY, OVEREMPHASIZED. WE'VE ALREADY MENTIONED TAXES 
AND THE INITIAL PURCHASE PRICE. BE SURE TO DETERMINE WHAT 
MIGHT HAVE TO BE ADDED TO A BUILDING BEFORE YOU CAN USE IT. IF  
YOUR COMPANY HAS SPECIAL NEEDS, COMPARE THE COST OF INSTALLING 
THESE MODIFICATIONS TO THE PURCHASE PRICE OF A BUILDING THAT 
ALREADY HAS THEM INSTALLED. YOU MAY BE SURPRISED AT THE 
COMPARISON.
Finally, don't overemphasize your personal preferences at 
THE COST OF PRAGMATIC REALITY. SURE, IT WOULD BE NICE TO WALK 
TO WORK EVERY DAY, AND THAT VIEW OVER THE RIVER IS INCREDIBLE. 
BUT THESE CONSIDERATIONS CERTAINLY DON'T HAVE MUCH TO DO WITH 
THE BOTTOM LINE, DO THEY?
-13-
LET'S JUST GO OVER THE GROUND RULES AGAIN BRIEFLY.  
Ground rule number one: future considerations are just as
IMPORTANT AS PRESENT NEEDS.
Let us even take the unlikely position that you are not 
PLANNING ANY EXPANSION FOR YOUR BUSINESS. NEVERTHELESS, YOU 
HAVE ABSOLUTELY NO CONTROL OVER CHANGES THAT COULD AFFECT THE 
COMMUNITY IN WHICH YOU ARE LOCATED, AND WHICH COULD HAVE A 
MAJOR IMPACT ON YOUR BUSINESS. THE SAME IS TRUE FOR THE 
ECONOMIC SITUATION. WHAT YOU CAN DO IN YOUR PLANNING IS TRY TO 
USE AVAILABLE INFORMATION ABOUT THE COMMUNITY TO GIVE YOURSELF 
SOME ROOM TO MANEUVER. REGARDLESS OF WHICH WAY THINGS GO IN THE 
FUTURE. AT THE SAME TIME, YOU ARE LEAVING YOURSELF THE LUXURY 
OF BEING ABLE TO EXPAND YOUR BUSINESS WITHOUT EITHER MOVING OR 
MODIFYING YOUR FACILITIES TO ANY GREAT DEGREE. THAT IS IF YOU 
HAVE DONE A GOOD JOB OF PLANNING.
AND THAT LEADS DIRECTLY TO GROUND RULE NUMBER TWO. CHANGE 
WILL OCCUR AND YOU MUST BE PREPARED. IT  WILL TAKE PLACE 
WHETHER OR NOT IT IS INCLUDED IN YOUR PLANS. ONCE YOU HAVE 
RECOGNIZED THIS ULTIMATE REALITY, YOU WILL AUTOMATICALLY ADHERE 
TO GROUND RULE NUMBER ONE.
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Ground rule number three is a logical follow-up. Get all 
THE INFORMATION AVAILABLE FROM RECOGNIZED SOURCES. IN MOST 
CASES, IT'S THERE FOR THE ASKING: FROM THE CENSUS BUREAU, THE 
Small Business administration, state and local governments, and 
CHAMBERS OF COMMERCE. TO THIS I WOULD ADD INSURANCE COMPANIES, 
REAL ESTATE AGENCIES ACTIVE IN YOUR AREA OF INTEREST, BANKS.
AND ORGANIZATIONS THAT WILL PROFIT FROM ATTRACTING BUSINESS TO 
THE AREA.
The criteria for finding the best location for each 
BUSINESS IS DIFFERENT. BUT BY FOLLOWING THE THREE GROUND 
RULES, YOUR BUSINESS WILL HAVE THE GREATEST POSSIBLE CHANCE OF 
SURVIVAL.
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